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CONTROL BY THE RUBLE IN USSR ECONCMY
_ Planovoye Khozxgxstvo, No 5 V. Lavecov
scow, Sep 1953

Control over production, distribution, and circulation of the social prod-
uct by means of the ruble is very Important in the socialist accounting systen.
Control by the ruble promotes a complete development of resowrces in the USSR
and their use for the benefit of all. The control satisfies the basic economic
law of socialism and t;.. lav of systematic and broportional growth of the na-
tional economy.

Control by the ruble is related to the operation of the law of cost. In
addition to accounting in physical terms, cost accounting is also used, which
Serves as a control over the whole planning process for the production and dis-
tribution of products.

By using money as a measure of cost, the state pracziices control by the
s ruble over production and distribution and guarantees the fulfillment of eco-
nomic plans with the best use of materials, labor, and money.

- In financial planning, control by the ruble ig practiced in the state
budget of the USSR, which is the besic financial plan of the socialist state,
and in the process of creating revenues through budget financing and credit.
Daily control by the ruble is carried out by enterprises ond organizations
through their cost accounting system and especially through the fulfillment of
contracts between suppliers and consumers.

The system of control by the ruble is being expanded and improved. In the
. postwar period. contrnl by the ruble in all branches of sozial production hasg
been promoted by the steady growth of the buying power of the Soviet ruble re-
sulting from the successful fulfillment of economic reconstruction plans, and
by the reduction of state retajl piices on consumer goods and wholesale prices on
producer goods.

By systematic reductiong of retail and wholesale prices  all monetary
transactions have been greatly expanded, and are effectively utilized by the
Soviet state in the contro) over rroduction and circulation by the ruble.

Measures that increase the Dower of ministers are very important in
strengthening ruble control. Thege measures trovide more efficient supervision
A of enterprise operations and increase the responsibility of ministries and en-
terprises for their state funds, for the sysiematic verification of plan ful-
fillment, and for the discovery of hidden reserves in Tulfilling all indexes
of a state plan.

L The practice of control by the ruble over produciion and distribution
places many tasks on financial organs and eredit institutions. In the de-
cisions of the 19th Party Congress, the aim was to strengthen control by the
ruble, on the part of financisl and credit organs, over econcmic plans and
operations. To accomplish this, it 1s necessary to guarantee a system of
mobilizing funds for the state budget and a system of financing and crediting
which would establish this control

Control by the ruble s used in all economic activities of enterprises
and organizations and is an important means of accounting and planning oy the
whole production process.
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The most important feature in this respect i{s {inancial planning, which
includes the state budget, the finances of enterprises and branches of the
national economy, and the resources of credit organs, state insurance, and
savings banks. By put4ing the basic elements of production, distribution, and
circulation of the social product into monetary terms, it is possible to eval-
uate more fully the resources for expanding production, to establish necessary
ties between different elements of production Plans, and to reveal ways of re-
ducing expenditures. By finances, the socialist state maintains control over
production, distribution, ang circulation, and exerts an effective influence
on the fulfillment of econcmic plans.

Financial Planning !5 important in establishing the balance method of
econcmic planning, which guarantees the necessary correlation between in-
dividual econemic elements and maintains the netionsl-economic proportions
provided by plan.

" Since the state budget is in direct relationship to the whole process of
sociel production and gerves the economic and cultural needs of the USSR, it
has a primary importance in financial planniry ond control by the ruble. The
state budget of the USSR is an important means cf distributing the national
income, and of satisfying the increasing material and cultural needs of society,
in accordance with the basic econcmic law of socialism.

By the distribution of a considerable part of the U3SR national income
through the budget, the stute maintains control over the formation, distributior,
and utilization of the income. The Soviet bhudget controls all basic economic
activities of enterprises and organizations.

In the socialist economy, such forms of net income as turnover tax and
profit have great importance; they reflect the fulfillment of plans for pro-
duction, sale of products, and reduction of ¢35ts by enterprises and organi-
zations,

In 1953, there was a balance of 33.2 billion rutles at the disposal of
enterprises and ministries, or 29.8 percent of their +otal profits. The enter-
prises provide 31.7 percent of the total amount for capital investments and
71.5 percent of the total amount of increment of working capital from their
own resources. This is an important incentive for further cost reduction and
increased accumulation and contributes to the strengthening of control by the
ruble over the qualitative fulfillment of the plan.

By obtaining part of the monetary accumulations within the economy as de-
ductions from profits, the state budget of the USSR also maintains contrnl by
the ruble over the profit making of enterprises. In carrying out this control,
Inccme and experditure balances must be examined in the process of planning
the budget, and monthly. quarterly, and yearly reports of enterprises and
ministries must be analyzed. This work results 1in more precicse planning of
enterprises, ministries, anc Planning organs, reveals the potentials for cost
reduction, and helps to improve operations and fulfillment of plans.

The state budget of the USSR also practices control by the ruble by
Pinancing capital investments end increased working capital. A system of
allocating fuds is employed vhicn will guarantee the most effective use of
budget resources and an enterprise’s own resources.

In financing expenditures for construction, long-term investment banks
see to it that the allocated funds correspond to actual fulfiliment of the
plan for construction work, a.i that payment for this work is made according .
to estimates, norms, and rates. Control by the ruble over construetion con-
tributes to the increased effectiveness of capital investments.
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Control by the

ruble is important in enforeing cost accounting by enter-
prises and organizatiors.

Under cost accounting, socialist enterprises are
expected to meet the basic part of their production expenditures from the sale
of their products. 1t Production 1s not completed » or products are not sold,
enterprises do not bave the funag necessary to cover. expenditures. Thus, con- .
trol by the ruble Sngages the enterprise and its workers in the absolute fyl-

fillment of state Plans of Production and sale, contributes to the fulfillment
of established Plans, ang te planning discipline.

serves to enforce sta

output and sale is by the
izations. In a contraz
mined assortment and

of a deter-

quality in a certain period of time, according to the plan,

and the customer ig obligsed to Day for the products vwithin an established period
of time. The contracting parties are h

eld materially responsible for vioclation
of contract terns, In this type of reciprocal control by the ruble over the
fulfillment of enterprise obligations, fines, penalties, or forfeits may be
deliveries or vayments.

Ministries ana

their main administrations
enforcing contras

are largely responsible for
t terms by subordinate enterprises.

Prises and organizations
inancial resources, and
eduction and increaseq

se of muterials, labor, and f

Control by the ru

ble over the use of materials guarantees an economical
expenditure of raw materials

» fuel, and electric Pover by standardization of
expenditures (5ett1ng Up norms for individual types of materisls in different
stages of production). Norms must te based on the Preceding period and must
take into account the practical results achieved in reducing expenditures.

To make contyrol by the ruble iy ‘e, the Gecounting of expenditures
of ‘materials must be correct, so0 that
on actual data and violations

The results of econony in material
the indexes of economic and financial actj
lations of enterprises. An

€concmic and financial organs to dig-
cover violations of established norms and to eiiminate these shortcomings. 1In
some cases, financial organs such as Gosbank institutions and long-term invest-
ment banks have obligatory control over the u
such as fuel in MIS

3€ of several types of materials,
s construction materials, stc,

Control by the ruble is especially si
for industrial, trading, and oth
administrative organs. Maintain
economy, the socialist state det

for the whole national economy b
individual branches and for

in turn, determines and cont.

gnificant in the case oI vage funds
er enterprises and organizations and fon
ing direct control over the growth of the whole
ermines the number of workers and the wage fund
Y considering the plans for the development of
the increase in labor productivity. Each ninistry,
Tols the number of workers ard the wage furnd for
individuel enterprises. Por effective control by the ruble over the number of
workers and the wage fund, it is necessary to have a correct estimate of labor
Productivity reserves.
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At the 19th Party Congress, unjustifisble increases 1n the labor expenditure
indexes of Products were considered inndmissible, since they would entail an ine-
creased lasbor expenditure per unit of manufactured product and consequently an
increase of the wage fund.

In its breduction ang financial activities, each enterprise is obliged to
maintain striot supervision over the established number of workers and wage
funds, and must not permit any infringements in this respect. The responsibility
for Planning the number of workers and the vage fund, as well as maintaining
control. over their utilization, 1s entrusted to the miuistries, which are re-
sponsible for correct labor organization and eéconomical uge of wage funds. This
control must conform t. iccepted norms angd scales. -

Wage payment, which 1g in monetary form in state enterprises, is a Special
type of control by the ruble over the amount and qualily of the work performed
in socialist production. Thig control applies to each production worker and to
entire worker collectives in enterprises and branches of the economy. With re-
gard to individual participants in socialist production, control by the ruble
is guaranteeq only by such normalization of labor ang vage scales which, based
on the performance of leading vorkers, will promote the constant growth of
labor productivity,

‘ Important tasks relating to control by the ruble over wage funds are as-
signed to Tinancial organs and institutions of the Gozvank ag well ae to.long-
term investment banks,

. Credit Institutions must distribute funds for the bayment of wages in
strict conformance with the approved wege fund and mugt take into account the
fulfillment of the Droduction Program, in order to fuaraniee hecessary banking
control over the use of wage funds.

Tte present system of banking control cver wage fund utilization permits
an extension of credit to ay euterprise to cover itg ovarexpenditure of wage
funds, whenevey it fails to fulfill i1tg monthly program for the first time,
provided that in the following month the enterprise will take necessary steps
to eliminate overexpenditures anpg coordinate iss wage fund with the actual ful-
fillment of the pProduction Program. In the event cf a2 second overexpenditure
of the wage fund, Gosbank instizutions may extend funds tc the enterprise to
cover its overexpenditure only with the approval of the direator of a main
administretion (or trust). 1In addition, the overexpenditure must he refunded
by a redistribution of the wage fund within the main administration.(or trust),

It should be pointed out that individual enterprises yermit considerable
overexpenditures of the vage furd as a resnlt of unfulfilled monthly productign
. plans, errors in labor organization, and an above-plan number of workers and
R employees ., Moreover, individual ministrieg and their main adninistrations dn
4 not take the necessary initiative to eliminate violations, and sometimes permit
enterprises to ray for wage fund overexpenditures without taking measures to
guarantee economy in the future expenditure of funds. :

Credit institutiong are not always consistent in pPerforming their obliga-
v tions; some of. them fail to se¢ to it that overexpenditures permitted by ine-
dividual ministries are reimbursed at the broper time. There ape instancesg -
vhere individual Gosbank offices extend funds to cover overexpenditwures several
times a year and do not compel enterprises to take ireasures to eliminate these
overexpenditures,. In addition, until October 1953, large branches of the na-
tional econemy, such as railvay transport and trade, were Practically not .in-
cluded in the System of bank control over the wage funds.
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The systenq of control by the ruble over tje utilizatjon of wage funds . )

needs improvement. This should be done by sty engthening ministry conirol over .

correct pPlanning ang utilization of wage funds ip enterprises, by eXpanding N

¢ontrols over vage fung utilization to include branches of economy not pre- :"P

viously includeq (trade and railvay transport ), ang by strer'gthenin@ the . .

authority of financia] organs ang credit institutions in wage fung utilization. 3 A I

It 45 also necessary to consider li.miting certain righus of banks in theip ve !

bayments or vage fung overexpenditures , & . i
Control by the ruble over vage fund utilizatjion is also eXpressed by ’ _

strict limitation of the numbey of administrative organs and of the expendi - !

tures involved in ma.int-!ning them. The USSR nministries have the right to e

approve the organization ang the administrative staff of enterpriseS, con-
struction Projects, trusts, apg Organizations Within the 1limitg Prescribed for
administrative Personnel ang vege funds, ang within the es tablished system of
wage rates, The ministries are thus obliged to make a more thorough study or
the structure and maintenanee of individual links in tpe edministrative ap-
baratus ang to achieve EVery type of cost reduction by the most efficient
organization or work.

in checking Tinancial Plans ang accounts | ip registering administrative per-
sonnel ang estimates, gng in auditing.

The development of socialigt fconony goes hand 14 hond wath g Substantia]
growth of the enterprises: oW resourceg in the forn of profitz, amortization
deductions, mobilization of interpm) resources, ot-. As the result of jin-
Creases ip broduction volume ang reduaction ¢f Product ion cost, the profits
of enterprises &nd econcmic Organizationg rose from 70.7 villion rubles in
1950 to 11l.5 billion rubles 8tcording 4o the 1553 wlan. The increase of
fixed capital in enterprises, 25 the regult o+ large capital investments ip
all branches o the rationgl economy, causes g ronsideranla inerease of
amortization deductions.

In 1953, the enterprisec ovn funds in the form of profitg remaining at
their disposal, amortization deductions, and other funds amounted to almpst
‘ 98 billion rubles.

Contrul over the utilization or the enterprises: ovn resources, i.e.,
their prorits and amortizaticn funds, pPlays an important papt in the systenm
of control by the ruble over economic ang financial activities of enterprises.
The pregent System of profits distribution takes care or this problen. Accord-
ing to thig System, a considerable bart of the profits remuing at the disposal
of enterprises to strengthen their incentive to DITill the Plan for aceumy-
lations.

Hovever, in a number of cases the individual ministries do not sui’t‘iciently
utilize thig important method of control by the ruble; they determine the amount
of deductions for the budget from the profits or individual enterprises without
broperly considering the Potential utilization op such funds to cover the enter-
Prises’ expenditures, As a result, along with g larze number of deductions,rrom

capital. Such Procedure does not help to strengthen control by the ruble over
cost reduction and formation of nccumulations, and can be Justified only if the
time or orofit accumulation doeg not coineide with the investment period.

In addition, there have been instances when ministries ang their main
administrationg instructeq individusl enterprises tp bay deductions from profits

a into the budget without first considering the anounts of deductiong vhich have
been established by the balance of revenues and expenditures,

-5«

‘ ‘ o TR

i




distribution will provide
for enterpries to thke an interest
finaneial activities

25t in the resultg of theip
s and wil) help to strengthen control by the ruble over the
fulfillgent of economic plans. :

The development of t
great number of industria
costs of such
ucts. The log

he cosL-accounting system is seriously hampered by the
1 enterprises operating at a loss; the Production
enterprises are higher thap the established prices for their prod-~
ises are covered by profitable enterprises.

? enterprises and great losses in the coal and the
timber industry. Ip 1952, +he losses of unprefitable industrial enterprises
amounted tn 16 billion -ubleg. Unprofitable enterprises also suffered congid-
ereble losses in the firet hair or 1953.

A situation ip whic
5ists of funds received
of the cost-accounting
their own finaneinl 2
istries ang thelir maz
1unds without taking

D part of the revenue of unp:ofitaole 2nterprises con-
from the winistries jis detrimental to the foundatjons
system; the interest of Sich enterprizes in imp:oving
nd econonig activities i3 weakened . Horeover, the oin-
0 adninistrationg often grant enterprises the required
into account the re

sults of plan fulfillment ang other
1-dexes of theix Vork. Thus, according to the current procedure in the Min.
isi:y of Copl Industry, the plannes brofits
for each ton of

for Covering 1o
shipped fuel in emountg established fop
regardless of the fan+ that shese fundg RUSE be witnheld within the limjts
brovided in the balances of revenues and expendj twes of the enterprises.
This sctual ly means that the abova-nlan wrof'its of efficicntly operated mineg
which exceed their preductio
not fulfily their p

0 plans are withhe|g in order to finance mineg which do
roduction qu..lag,

35es are wittheld
individual trugis

SLS,

Ministries and their pnip admnistrationg sheuld infliueace
of working capital, zince thoy ave &ranted brogd
tribution or surpluses, utilizatjon of
utilization of budget, 2llocations an
distribute among enterpriges .
of their own worxin,

e urilization
ights in norm setting redis-
temperary frae funds of enterprises, and
d banking credits.  The ministries may re-
or gunizuticns, and main adninistrationg surpluses
g capital according to monthly ang quarterly l:al&nces, and
may utilize for g Period of not more than 3 montie the iemporary free working
capital of some enterpricses ang Crganizations for tie beuelit of others, while
-baying interegt for the uge of such funds at pank rates. The ninlsters may
alter the norps Tor individual categories of the enterprises” own working
capital within the tablished by the miuistry,plan,

limits of the total amount es
and may-estabrlish g reserve for rendering Lemporary Tinancial aid tg enter~
prises and econonic Organizations in ghe amount of 3 percent of the norm.of
their working capital, as determi ned by the yearly pla:. They muy also put
into. effect g number of other neasuras concernling the utilization of budget
allocations for the 1

nerease of working capiial and concerning the redig-.
tribution or working capital.

Ministries are Permitted to arply 25 percent of that
Plan profits of enterprises ang organizations fyop which
into the brdget toward temporary finmaneial aid ©to thege e
1zations. Consequently, subs unds are concentp
and can be useq efi‘ectively in the control over enterprise operations. 1t ig.
important for ministries to extend funds to subordinate enterprises and to
check the results of their finaneial and economic activities,

Portion of the above-
deductions are made
nte: prises ang organ-
ated in the ministries

Credit institutions
control b

ment of e

» and primar 1..r Gosbank, are responsible for nséuring
Y the ruble for the correat uti

lization of working capital, fulfjjl-
conomic and financial Plans, and accounting,
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Gosuank is the accounting center of the USSR as well as the center for

short-term credits. Credit institutions exercise control by the ruble
Primarily at the time of the extension of short-term credit and in the pro-
cess of making beyments for deliveries of goods, and alleocating funds for
rayment of wages. By extending loans for materials in trensit, seasonal pro-
duction, accumulation of seasonal stocks of materials, finished products,
and other burposes, Gosbank institutions follow up the fulfiliment of pro-

y duction and financial plans of enterprises and organizations. Banking in-
stitutions also practice control by the ruble through their accounting and
banking operationg in payment of goods delivered and work performed.

time and that economie organizations fulfill their obligations to the budget
and to banks. They also investigate the reasons for nonpayment and induce
enterprises to discover inner reserves for more practical utilization of
materials. The ability of banking institutions to exert an active influence
on economic and financial activities of enterprises is also cxpressed by
their right to apply credit senctions, and to transfer payments from [enter-
prises’] settlement aceounts to meet obligations Lo the budget or to banks.

The current rractice of crediting and accounting has a number of de-
Ticiencies which hinder icg effectiveness. The greatest of these de-
ficiencies, in granting credits, is the lack of necessary differentiation
between enterprises fulfilling the established Plans and enterprises which
do not fulfill the plans. The latter enterprises permit losses and maintain
above-norm stocks of materials. Credit institutions still fail to exercise
the necesssry control to assure brompt settlements between suppliers and

- buyers, and do not investigate the reasons for nonpayments .

. To enable credit institutious to improve control by the ruble, it is
necessary to perfect crediting methods, to expand credit connections with
branches of the national econony. and to raice the level of economic
operations in credit organy.

The relations between enterprises and credit institutions must answer
to a greater degree the requirements o: control by the ruble over the process
of plan fulfillment. Enterprises which fulfill their production and finan:ial
Plans must be sble to obtain credit on better terms than enterprises which do
not Muifill their plans. Enterprises whizh operate inefficiently must be re-
. quired to take effective measures io improve their operations and fulfill
their economic and financial plans. One possibility would be to convert them
te a letter-of-credit form of s2ttlement with out -of -town csuppliers, and an-
other would be to use a system of custody over unpaid gocds and materials.

The expansion of credit operations to those branches of the economy which
. breviously had few relations with banks is essential for the improvement of
banking credit. This is especially applicable to branches of heavy industry,
in which the proportion of Gosbank credit for payment of standard stocks of
materials is 6-7 percent, ns against 50-60 percent in the light and food in-
dustry.
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